PREFACE

This report provides comprehensve background information on each of over 50 tax sources utilized by
date or loca governments in Washington. The report was prepared by the Research Divison of the
Washington State Department of Revenue. It updates asmilar synopsis of state taxes last published by
the Department in January 2002.

The Tax Reference Manud provides a generd description and historica information on these tax
sources. It is not intended to be a guide to taxpayers for reporting any tax liability. Thus, it contains
neither legd interpretations of sate tax law nor ingructions to taxpayers.

An outline format is used to present the information in away that will facilitate location of particular data
by the reader and make the report easy to use. The intention is to cover those questions which are most
frequently asked about taxes (e.g. RCW citations, advantages and disadvantages of various tax sources,
recent collection figures, etc.), while keeping the text as short as possible. For each particular tax that is
described in Part 1, there are nine items included in the discusson. Each of these categories is
described below:

Tax Base

Theinitid section explains what istaxable, i.e., the measure of the tax.

Tax Rate
The rate is the percentage or fixed dollar amount which determines the amount of the tax
ligbility. When the tax rate is multiplied by the tax base, the product is the amount of tax thet is
due.

Levied By
This indicates which governmenta jurisdictions are authorized to impose the tax. In mogt
instances, an attempt is made to indicate which of these are actudly levying the tax.

Recent Collections

The amount of revenue collected, net of credits and refunds, is shown by fiscal year (ending
June 30th) for each date tax for the latest tenyear period. For most sources, the figures
represent cash collections during the fiscal year; some data reflect accrued ligbility (i.e., on



the basis of GAAP - generaly accepted accounting principles). The annud rate of change and
the percentage of dl generd dtate taxes are indicated. The source of the state collection figures
is the state agency which collects the tax. Detailed data are not available for al loca tax
sources, but in some instances digtributions of tax receiptsto locd jurisdictions are indicated. In
most ingtances local tax collections for caendar year 2003 are the latest available via the Loca
Government Financid Reporting System (LGFRS) administered by the State Auditor.

Adminigration
The adminigtering state or loca agency is indicated, dong with a brief description of who pays

the tax and in what manner.

Digribution of Receipts

This section references the manner in which the funds are used. The digpostion of mogt tax
revenues is straightforward, even for those dedicated to gpecific accounting funds to be used for
particular programs. However, the distribution formulas for severa of the taxes are quite
complex.

Exemptions

Items which reduce the tax ligbility for particular types of taxpayers through exemptions,
deductions, and credits are listed. This report does not list every possible tax exemption, but it
does indicate the genera types of tax preferences which are provided by state law. The source
for mogt of thisinformation is the study of tax exemptions conducted by the Department every
four years.

History
A brief historical development of the tax is provided, induding the year of initid impostion and

major changesin tax rates and the tax base. Also, ashort higtory of the overd| ate tax system
appearsin Part 1.

Discusson/Major Issues

The final section discusses features of the tax which may be of interest to certain readers. A
very brief discusson of the"pros’ and "cons' of thetax is given in some ingances. It must



be emphasized that, in providing this discusson of taxes, the statements do not
represent the Department's position on the various sources, and it should not be
inferred that the Department favors or opposes any particular tax. Instead, this section
amply represents some of the generd comments which have been expressed about the
advantages and disadvantages of certain taxes.
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